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SECTION I.  SUMMARY OF TRENDS AND DEVELOPMENTS

Direot Soviet support of the Israeld military potential, in definace
of the United Nations truce resolution, is categorically charged by &
for mer mesbaer of the Israell Alr Transport Command in statements to Dr.
‘Bunche and to the press. The air transport of arms into Palestine has
appeared to bo organizationally ceritered in Prague. Several agenties of

. the Czechoslovek Govermnment have boen implicated and coordineted Government

direction of the activity 1s, therefore, alearly indicated. Although
support of the lsraeli militery potential has sertainly beon epproved by
the Soviet Union for political reaedns, there is no indication of the pre~
cise role played by the USSR in the Usechoslovuk arms traffic. = ‘Both the
Kronlin end the Csechaslovak Communists have desired to increasé and pro-
tract the confusion in the Near East, rather then enhance the prospects of
victory for either side, There 18 some evidonoo that Soviet and Ctechoe
slovak enthusiasm for the arms traffic with Israel has now diminished. It
1s possible that therd has boen & change in Soviet tactics. The USSR, now
convinced that the Israelis have won their fight, may have decided vo with-
drew its support in order to ostablish a vloser balance of military power
between the Arabs and the Jews, (Item No. 1, 4)

The Goverrment of Yemen has recently entrusted a small Italian Company,
Salpanavi, with the organization end manapgemont of a Yemen airline to pro-
vide domestic sorvices and maintain communications with other Arabd a'l:a.tes,
(Item Ho. 2’ C)

The ezpansion of Itelian commeroial air operationa in Africa and the
Hoar East, if sustained, may bolster Italian efforts to reatore national
prestige in those aresas.- (Item No. 3, C)
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The Israeli Government evidently desires to dovelop its commercial air
transport service to Eastern Burope through a series of bileteral air
agreements and has already approached tho Greek Government for full traffic
rights at Athens., Should Igrael formalize the present arrangement with
Czechoslovakia, and grant reciprocal air riphts to other Eastern European
countries, the US-UK effort to deny the Near East to Soviet-controlled air-
lines may be seriously compromiséd. (Item No. 4, C)

A substential ineremse in the Soviet Far East transportaticn potential
nay result from Communist control of Shenghai and North China ports in the
event of collapse of .ithe Nationalist Government north of the Yangtze,
(Item No. 5, A)

Acquisition of. the ccean-going tankers vhich the USSR is dsmanding from
current Italian production under the reparationé- program would substantmlly
incroase the Soviet economic and military potential. Other types of vessels
on the Soviet ligt are less important to the USSR: (Item No. 6, B)

The removel to the USSR of German inlend shipping in the Soviet Zone
is continuing, although the Soviet authorities carefully picked over the
fleet and appropriated the bast vessels immediately after the end of the war.
(Item Noo. 7, C)

Barge iraffic through the Iron Curtein on the Danube will result from
the recent US approval for the movement of 100,000 tons of Hungerian beuxite
into the Western Zones of Germany. In allowing the shipments, however, the
US will make it clear that the approval covers the bauxite shipment alone
and in no way oonstitutes acceptance of thé Soviet-dominated navigation
convention which was adopted over Western opposition at the recent Belgrade

conference, (Item No. 8, B) ’

It does not appear that work has actually started on the broad-gauge
railway which according to recent reports, the USSR plans to extend desp
into Hungery. If such a plan exists, whioch iIs doubtful, it probsbly en-
vigagos the conversion of one track in a double-track line, There are two
such lines entering Hungary from the USSR, (Item No. 9, C)
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The recent meetings of the working party for rail transport {Inland
Transport Committee) of the Foonomic Commission {or Burope produced two
surprises. The Soviet-Zone, Germany,announced that it will now participate’ -
in the international arronpgemsnts for freight car exchange (RIV): Poland
sponsored a resolution, which was accepted, under which all RIV countries
will now exchange full deta on the rolling stock of their respective lines, .
to include foreign .vwagons broken down by country, type, and serviceability.
(Item No. 10, C) h Co

-
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SECTIOR II. CURRENT DEVELOPHEHW{_S

1.

- CIVIL AVIATION

Direct Soviet support of the Israeli military potential, in
defiance of the United Nations trute resolution, is categorically
charged by a former membdr of the Isrmeli Air Trensport Command in
statements to Dr. Bunche end o .the press. The pilot's ststement
gives a detailed account of -the organization of thd Israeli’ Air Force
and the Israeli Air Transport Commend, arid dsscribas the methods by
which considerable quentities of aircraft and mihitions have been clan=
destinely flown from Europe into Palestine, Theé major part of the
statoment is known to be trué from other evidence. The allegations
concsrning direct Soéiet adsistance, Rowever, are not confirmed by
other reports, snd somd of them appear to be unwarrented.

The Israeli pilot makes the follawing ¢leims regarding Soviet-
Israeli ocollaboration: .

(a) Soviet agents travel froﬁ Prague. to Western Buropuw
via Tel Aviv, where they teceive ‘jdentification
papérs and other travél documéntsj

(¥) Israeii nationals are flown to thé USSR for mili-
tary training and pilots have been offered the
opportunity of training in the USoR for jet air-
craft operationsa;.

(¢) The USSR 18 peying for all arms furnished Israel
- from the Satellite states;

(d) A direot USSR-Israel air routs is in prospect;
(e} Ramat David airfield is being preparod as a Soviet
" air base, where 300 Soviet techniclans are already
working; and

{£) The Chief of the Isreeli Air Force Security Police
: ie a Soviet citizen.

of the foregoing claima, the allegation regarding forped travel

documents is the most likely. Such documents have been prepared in
Israel end would probasbly be made avallable to Soviet agents in cases

SE
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where this astlon is doneidered to be in the intorest of Israel. Home
of the other stetements, however, seems prabablo, although some are
possible, Although tho USSR, known to have trained Yugoalav and ,
Czechoslovek pilots in the past, may now bo training Israell personnel,
it seems improbable that the USSR would give such training in jet aire
craft. The USSR 1is not paying for all arme furnished by the Satellito
countries; it is known that some of the purchases have been made with
dollar funds. -A direct Isreel=USSR air routie, on which Israsli aireraft
would operatey; is very unlikely, Even Satellite alrlines have been o
cluded from the USSR. Numeious precedents suggest that the USSR would
insist on traffie trensfer at some imtermediate point such as Prague, S
with Isreell airoraft opereting only from lsrael o the transfer. point.
It is unlikely that the Israeli Governmnent would five to the Soviet .
Union mctual control of any dir base in Israel, although Soviet aircraft
might be pormitted to use the facilities of an Israeli military rirfield.
The Chief of tho Israeli Ai¥ Forece Saourity Police is almost certainly
en Israsli, although & Soviet nationel may well be serving in an advisory
capacity on security matters. o
The eir transport of arms .into Piledtire has appeared to be organi-
eationally centered in Pragub.  Several sgencies of the Czechoslovak
Government have beon implicdated, and doofdinwted Covernment direction
of the activity is, thereforé,}cleaﬁly indicated. Czechoslovek consulg
hawe been instructed to issue visha for Israeclis and foreigh volunteers
en routs to Cgechoslovakia for traidingq On arrival, passports have
been taken up by the' Czdchbslovak authorities, who hnve issued identifie
cation documents for usé within the country, The Czechoslovak Air Force
hes conducted the tralning program and has issued Csechoslovak uniforms
to the trainees. The Air PForce has also placed military fields at the
disposal of foreign alréraft operators engaged in theo ams traffics The
Czechoslovek Communist Security Polioce have protected these activities,.
to insure setrec) and prevent local intérferencé., The Communist Party -
of Czachoslovekia has organized a corporation, in which isreeli interests
have a minority share; for the express purpose of facilitnting the sgle
and ‘delivéry of Chechoslovak munitions to Isreel. o

In this well orgenised activity, s strong incentive to Czechoslovakia
hag been the opportunity of acquiring badly needed hard curroncy. The
fact that Czechoslovekia has also negotiatod with delegations of Arab
countries for arms and has even mede some deliveries pursuant to these
arrangements indicates thet sympathy for the Israeli csuse has not been
the underlying motive. This aotivity has oertainly been approved by the
Soviet Union for political remsons, mlthough there is no indicalion of
the precise role played by the USSR in the Cgzechoslovek arms tralfic.

ssc;éé |
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Both the Eremlin and the Czechoslovak Communists have desired to ine
erease and protraot the confusion in the Near East, raﬁher than enhonce
the prospects of victory for either side.

' The -same motives have probebly 1n3pired recent Yugoslav aollabora=
tion in thege operations, (Clandestine air operations are now based at
an eirfield in southern Yugoslavia,) Tito spparently is willing to sub-
ordinate his guarrel with the Kromlin to the continued support of Soviet
foreign polioy, particularly in aotions which are directly profitable %o
Yugoslavia. .

Thefe ia somo evidence that Soviet and'czachoslovak enthusiasm for
the arms traffic with Israel. has now diminished. Israeli interests in
Prague have disclosed to representatives of the US Enbassy that Czecho-
glovakia is about to discontinue the training of Israeli pilots end to
atop the recrultment in Czechoslovakia of volunteers for Israel. The
movement of Jewish' refugees, furthermors, will be more rigidly ocon-
trolled. The reports even mention actual aggressive-action apgsinst
Israeli interests, including the arrest of the Zionist leader of the
Prague Jewish community. Persistont financial investigations have also
been conducted by govermment inspectors in the offices of the American
Joint Distribution Committee, which hdndles for Israel the distribution
of Jewish DPs. Thert is a-possibility that whoreas the actual intention
is to continue these activities in greater seorecy, the reports have been

planted with US authorities in ordet to create the impression that Czecho-

slovakia is terminating the program. The USSR and Cgechoslovakia nay

believe greater cautidn is necessary to: forestall accusations that Czocho-

8lovakia has vioiated United Nations obligations. On the other hand, it
is possible that thers has been & change in Soviet tactics. The USSR, .
convinced that the Israelils have won their {ight, may have decided to
withdram its support in order to establish a closer balance of military
power between the Arabd and the Jews,

" The Goverament of Yemen has reoently entrusted a small Itelian
Company, Selpanavi, with the organization and management of a Yemen aire
line to provide domestic services and maintain communications with other
Aradb atates. Two DC-3s, ferried from Italy by Italian crews, are to be
used ag a nucleus for thisa undertaking. Yemen had previously emplored
the possibility of US mssistance in starting such services. Negotia-
tions were suspended, however, after the death of the Imam in 1947, and

US recognition of Iasrael precluded the reopening of discussions.

ET
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8. The expansion of Italian commercial air oporationms in Africa snd
the Kear EE&E, if sustained, may bolster nga.n efforts to restore
nttional prestige in those areas., A new enterprise, NORTH AFRICA
AVIATION, plans to ostabliph an air service along the North Africen
littoral between Tunis and Cairo; the company, to be backed by Italian,
Egyptian, and Libyan eapital, will employ Itelian personnel for its '
flying and manegerial staff. In addition, the Italian airline SALPANAVI
is directing the formation of & Yemenite airline (see item 2) which is

planning air services to other Arab countries, as well aa domestic -
operations.

The airline 'SISA (now réportedly merged with two other Italian air
© oearriers, AIRONE and TRANSADRIATICA) has been operating flights. to both
 Haifa and Beirut via Athens, and plans eventually to extend its services
- to Baghdad snd Basra. In addition, Italian interests supply 40 percent

of the capital of SERVICES AERIENS INTERNATIONAUX do L*EGYPTE (SAIDE),
an Italo-Egyptian air carrier which has been operating three flighta
weekly betwoen Rome and Cairo. Italian aircraft apd techmical per=
sopnel are employed by SAIDE on this route, and the company plans to
inaugurate additional services to Mecca and noints along the Red Sea

Coast, as woll as to Abyssinia. STAT

4, * The Iaraell Govermment evidently desires to develop its commercial
air trangport service to Eastern Burope through a beries of bllateral
sir agreements and has already approached the Gresk Government for full
traffic rights at Athens. Unconfirmed reporte have been received that
similar proposals have been made to Hungary and Rumania. It is not
knowvn whether an air agredmont has yet been proposed by Israel to Cgechow
glovakia, but it would seem reasonable to suppose that an air route from
Palestine through the Balkans would terminate at Prague, :

Presumably, no difficulty would be encountered in obtaining recipro-
cal air rightes into Prague, as Czeochoslovak Airlines is satill operating
scheduled and unscheduled services to Haifa undor permits obtained prior
to the British evacuation of Palestine. The possibility that the
Satellite countries will consider Israel's proposals favorably is in-
creased by the obvious policy of the USSR, which has thus far approved
the Israeli-sponsored clandestine alr transportation of Czechoslovek arms
products to Palestine., Although the Soviet-controlled Satellite airlines
TARS and MAZOVLET have evinced no ambitions for pemetration into the
Medtterranean, Czechoslovak Airlines have consistently attempted to
expand their present operations into the Rear East.

Should Israel formalige the present arrangement with Czechoslbvglcia.

and grant reciprocal air rights to other Eastern European countries,
the US=UEK eoffort to deny the Near East to Soviel-éontrolled airlines may

be seriously compromiseds
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SURFACE TRANSPORTATION

A campleto collepse of the Chinose Nationalist Government in North i
China may result iﬁ_gzﬁhnniat control of Shanghai end other Worta :
Chinese ports. The anticipated clowo rolationship between the Soviet
Union end the future Chinese Governments in Manchurie and Horth China

- may, therefore, result in cutright Soviet control or strong influence in -

L

The operation of all Pacifiec ports above Shanghel, with the exception of
South Korean harbors, Im this evemt, the Soviet Union would also domi~ -
nate the railway transportetion systems linking theso ports through two
main lines with the Soviet Union. This greatly increased transportation
potential would not, however, substantielly inorsase the ability of the
USSR to move goods between 1t¢s wostern industrial areas and the Maritime
Provinces, because such transcontinental movements would 8til1l be limited .

by the one 1line to the west of the point near Chita where the ¥enchurian
railway ties into the trans-Siberian. On.the other hand, an aggroseive
program for the rehabilitation of railways in North China and Manchurie
would develop an extensive transportation network capable of servicing
an ambitious local industrial expansion: If these objectives wore
astively pursued, the Soviet Union could oreate in the Far Bast a basig
for the support of a far larger military force than it could presently -
maintain there in motive combat. If the area were largely self-supporte
ing, furthermore, the strain on the trens-Siberian railway would be
greatly relieved and it could be used primarlly for the transportation
of highly oritical itoms, ' :

The combined normal. capacity of -the ports from Shanghai to Sovetska
Gavan, excluding South Korean ports, 1s about 176,000 tons per day, a

- volume of traffic oqual to one-half that handled through Rew York, the
‘world’s largest port. Acguisition of control over these facilities would

approximately treble the harbor capacities in Pacific ports now directly
controlled by tho Soviet Union. The port facilities to the south of
those now held by the USSR, moreover, would offer the additional advantage
of being less subject to ice difficulties in the winter than are
Sovetskaya Gavan, Vladivostok, Dairen and Port Arthur, The port of

' Shanghai, furthermore, hag extensive dry dock and repair facilities and

could be rapidly equipped for the construotion of both naval and merchant
vessels, These facilities would significantly augment the extremely .
limited shipbuilding capacity of the USSR itself, -

e
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. of the following 68 vessels, to bé¢ delivered out of curromt production o

-- g

Although the reilway systems of North China and Manchuria are now in
extremely poor condition, the basic fasilities {road beds, bridge found-
ations, tunnels, ete.) are present, and the lines could be put beck in
good operating condition if the resources of the USSR were applied to
this objective. A major strategio woakmess of the systems lies in the
fact that only one rail line connects the great port of Shenghai with
the industrial arees of Manchuria. Furthermore, in spite of conversion
to Soviet gauge of the Sovietecontrolled Manchouli line through Manchuria
to Vladivostok, two gauges will co-exist indefinitely in Manchuria, and
the Manchurian system, as a whole, will have only limited connections
with the Soviet gystem in the Maritime Provinces. ' STAT

' Acgiaition' by the USSR of ocoan~going tankers from Italy would
substantially augment the Soviel economic and military potential by

alleviating a sovers current weakness in the Soviet merchant fleot.

| ‘The USéR had been exerting pressul;e o'ﬁ Ifaly for the construction (
under: the ‘reparations program: _
(a} 11 Diesel-propelled tankérs of 8,000 DWT each; |
(b) S.Dieael-p:‘opeiled tuég of 1,500 horséiabwer each;
(¢) 30 Trawlers of 800 hérsepowar each; '

(d) . 8 cargo-passenger vessels of 500 tons carge end
1,000 passenger capacity each;

(e) 10 cargo-passengor vessels of 2,800 doadweight and
250 passenger capacity each; and .

(f) .6 refrigerated cargo vessels of 1,700 deadweight
tons each, ' : .

In evalueting the effeot which the a.cqﬁiaition of these vessels by

“the USSR would have on the US national interest, the chief fsctors are’

(8) the extent to vhich such vessels would alleviate gevere strategic
weaknesges in the Soviet economy, and {b) the potential usefulness of

- the vessels in the event of hostilities, On the basis of these two

factors, the importance of the vessel types to the USSR appears to be in

‘the order listed above.

s}tﬁn
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Sea-zoing tankers are of prime importance to the Soviet Union
because much of its tanker fleet is confined to the landelocked Caspian
Sea. As the ocean-going tenker fleet at present totals only about
200,000 deadwoight tons, the addition of even the amall amount of tomn-
nage in question would substartially help in solv:ing the troubles:.:me
problem of oil distribution,

Tugs are very useful in wartime for removing hulks and clearing
channels. An essential element in the Allied North Africa cempaign, for
example, was the assistance of several tugs which steasmed from New York
around the Cape of Good Hope to help clear the Suez Canal of sunken
vessels., Trawlers are of importance to the Soviet civilian economy in
accounting for a part of the food supply, but they are also potentially
useful in minesweeping and coast guard ‘duty,

There are {ew coastwise or foreign trade routes on which the USSR
could use the cargo-paseenger vessels, (d) and (e) above, to good
advantage. While useful, such vessels ‘would not be indispensable in
wartime because the USSR could convert ordinary merchant ships for troop
carrying duty. The refrigerated cargo vessels are believed to be of
relatively little importance to the USSR in either a civilian or mili-
tary capacity. Although the USSR has little or no refrigerated tonnage,
its requirements for such relatively small vessels of this type are
probably not urgent. : .

The faot that the current Soviet list of ships does not.include dry
cargo merchant vessels suggests that the USSR does not consider the
ascquisition of such shipping to be particularly urgent. It is posaible
that if the USSR is unable to obtain tenkers from Italian shipydards, it
will insist upon receiving dry cargo ships, In view of the fact that
the USSR is able to cherter merchant vessels to augment its present flaet,
and in the case of hostilities would probably ecquire substential shipping
a8 a result of military action, CIA would not view the adquisition of a
féw merchant ships by the USSR as particularly serious. Large amounts of
shipping, however, in the order of 100,000 tons or more. would be an
undesirable addition to the Soviet merchaent fleet. STAT

The removal to the USSR of German inland shipping in the Soviet Zone
is confinuing, althoupgh the So0viet Buthorities careﬁ%iy picked over the
fleet and appropriated the best vessels immediately after the end of the
war, During the périod February-July, 1948, over 100 .vessels were sent
to the Soviet Union via Stettin, leaving now only dilapidated vessels to
supply inlend water traffic requirements. Shipowners who attempt to

evade Soviet plunderin e accused of sabotaging the Military Administra-
tion. . STAT

L
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: Barge traffio through the Ironm Curtain on the Danube will result
_from the recent approval for the movement of 100,000 tons of Bungarisn

bauxite into the Wostern Zones of CGermany. The pemission was granted in
order to replenish Western stocks of this essential rew material before
ico on the uppor Danube makes such movements impossible, By evidenoing -
2 willingness to permit Satellite barges to come up the Danube into the
Western Zones without heving received corresponding xights for Weatern

- vagsels in Sovietecontrolled seotors of the Danubs, the US refutes the

Soviet propagenda claim that the West refuses to oooperate in restorstion
of Danubo traffio., In allowing the shipmemts, however, the US will neke
1% clear that the approval covers the bauxito shipment alone and in no
way constitutes acceptance of the Soviet~dominated nevigation conventien

which wmﬂ over Western opposition at the recent Belgrade confer~
GNeoy ' . . ;

4

1t does not appear thet work, has actually started on the broage
gauge rallwey wﬁIcE according E recent repo%a, the USSR plans to extend

deep into Hungary,

If such & plan exists, mtiuh is doubtful. it probably envisages. the
conversion of one track in.a doublee~tramtk- line. Thore are two such
1ines entering Hungary from the USSR;

(a) The line'rtmni;hg génerally southwest from - .
SATORALJAUJHELY on thé border through HATVAW-
MISKOICZ to B‘udapest: ‘and .

{b) The line nmning west: and northmst from
' ZABONY, near thé Bordér, through SZOLNOK
DEBRECEN to Budapest. . A seoomd traock might
also be constructed i‘rom the Rumanian border
to this lines

It doeg not appear likoly that the ZAHOHY 1ine would be selected for
8 broad-gauge project, bscause an elsborate trans-shipment station has
beon built under high priority et this point, The station is believed
fioient capecity to handle any normal peacetime treffio,

STAT

STAT .
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10, The recent meostings of the working party for reil transport (Inland
Transport Committeef'd%;fﬁé‘Economio Commisaion for Burope produced two .
aurprises. The Soviet Zone, Germany, smnounced that it will now partici-
pate in the international arrangements for freight car exchange (RIV):
Poland sponsored a resolution, which was accepted, under which all RIV
countriaa will now exchange full data on the rolling stock of their re-
spective 1ines, to include foreipgnvagons broken dowm by ccuntry, type,
‘and serviceability, :

‘I‘he Soviet action,was probably designed to embarracs the V’estsm
Powers, which have declined since April, 1948, to allow traf'fic origine
ating in or destined for the Soviet Zone to transit the Western Zones,
Since the Western countar-blookade‘, all traffic in and out of -the Soviet
Zone haa been refused.

. The Polish action may - reflect merely a desire, possibly instigated
by the USSR, to gdin access to detailed data om railway transport in
Weastern Burops., There is noessurance that the Setellite countries will
actually comply with the. resclution, or that they will submit accurate
data., HBitherto, the actions of Poland have apparently been guided by a

desire to divert to.its own use the maximum amount of German rolling
stook, ) . ) - STAT

—<ECRET
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